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CoMsunist China achieved „ ^ ^ W50 ^ watot<(ly 

Bie fe ” r * b:U bil ““° th9 ° f '*» =*»* «na« «ita th. tout bio, 

ti 'j, a th. Weat. But In 1951 Communist China’s mushrooming 

for i„p„ rt3 to run a », ripM out this ^eet Total ^ 

1951 .era probably 9100 lllto „ than Chiba-, .apart, far a art advert, 
bataco Of HU Lilian or a emulative balance af «6 5 Ulto alba. 195O. Of 
thl. balance for 1950-51, 63 portent or *go billion to a„ heatert account. 

T ° 0O ”*' "" UP ° rt 50rpl ” " lth “» **. available foreign oto^a 
serves to. earlier year. to. probably aoatohd by tt7J ^ 

*“* <to» and by «.ha*e raia.d from privet, baldly, and by opto, and 

gold salfis. Overseas remittances in 195? and iqjcs , , , 

815(1 1 953 were probably sufficient to 

finance the import surplus with the West. 

a, 1950-51 Uport toplu. of J150 lllto „lth the tout Onto, lately th. 
result a.: Ultary partbaeae, probably caver.d by th. a„»al loan .^to™ 
of 06O .HUnn to a spaolal cuppltortary loan to 1951 , ^ WJ1 ^ ^ 

have had a alight export surplus with the Soviet Union* 

“ ba °” e3tl “ t,d U “‘ th » Blan« to part. provided Chiba by th. tout 
onto «auld b. valued at over «500 billion (in 00 price.) far bath 1951 to 1952. 25x1 

It has to yet be» dotarttod ho. thl. affaet. the btonce of 


«**t. that th. Planes are loabad .1th China paying for deatroyed .Uctot, It 
la too possible that the planes (to other »ar notarial) kt, aald for a token 
P»t. to above trade figure, .tout tolude alrertft vsluad at »50o -r,— 
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Canon: nist China has possibly maintained a favorable trade balance with the 
oatelii-ar s since trade ral.af.ions were re-established in 1950. 

In general, it appears that China is pushing exports but holding imports in 
lire with available foreign exchange. Thus, the Chinese Communists are operating 
on a very r arrow margin of reserves. 
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import requirements for its new industrj^li- 

aatfon program? 

The September 1953 agreement on Soviet aid during the Chinese 5-year in- 
dustrial imtion plan indicates that much of the Soviet aid will go toward in- 
creasing tho production of industrial raw materials - steel, non-ferrous metals, 
ccal, electric- power, oil — and the production of machinery and transportation 

equipment® 

A^iett^acveloped transportation and communications network facilitates the 
development of tne internal economy as well as moves export goods to the border 0 
In the past imports of such equipment and supplies have been given a high priority 0 
No doubt * supplies still have a high priority though requirements are much less 
because of the rapid reconstruction and growth of the network* Equipuent will 
* probably continue to be imported under the plan though a domestic manufacturing 
industry is a possibility* 

Shortage of electrical generating capacity is believed to be one of the key 
problems affecting China »s present industrial potential, for power is basic to 
tho entire economy* Comimiat China has recognised the seriousness of this 
problem and imported whole power plants* On© of the three Sine-Soviet agreements 
concluded early in 1953 provided for Soviet aid to China for the expansion of 
power stations, both existing and under construction* 

Once transportation, communications, and power is provided, then the Indus- 
tr: ■6s producing raw o^tsri^ls and. c&pitsX goods ore £pbs to develop 

rnoj-e rapidly. (It is not likely that any of these sectors of the economy has 
bet® given an over-riding priority so that one will be developed completely be» 
fore the other, for these sectors are interdependent.) However, Chixia must expect 
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to import during this 5«year period a large part of her capital goods and some 


of the :ra m materials « 


in the be- 


In general, it may bo expected that imports of industrial - 
ginning of this period will continue to be basic axufc goods requiring 
" *” ‘ ““ Hi ’ ' J ' && estol maJkabmmBm 

produc 


Porhaps under the laier years of the plan mr o comptoc&.chin^y and product^/ 


:H be required for China 8 s industrialist io&o 
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3„ To w hat extent is there state control over foreign trade and hem would 
presen t Chinese trad ing rules affec t trade with the West? 

A uniform but rigid system of foreign trade control was adopted after the 
outbreak of the Korean war® Under this system private trade is still z'ecognizedj 
but the requirement that exports and imports not only must be licensed but must 
also be approved by the appropriate government authority assures complete govern- 
mental control® However, state-operated companies are now carrying on about 90 
percent cf the total foreign trade® All trade with the Soviet Bloc and state- 
sponsored deals with non-Communist countries are handled by the state companies. 
Private traders are "encouraged" to handle minor commodities, which they trade 
mainly with and through Hong Kong and Macao 0 

The foreign trade control system screens trade (1) to eliminate or reduce 

'trsL a)j^t 

imports cf luxuries and the export of "strategic 1 * materials^ (2) to utilize trade 
as an adjunct to government policy , and (3) to produce under the barter-link 


system favorable terms of trading and special advantages vis-a-vis the West* The 
barter-link system, based on the principle of importing before exporting, is an 
effort to link vital or strategic imports with less important export s c However, 
control is flexible and changeable a Control provisions are often waived in govern- 
mant sponsored deals in favor of political ancl pgopogaftdre re a son So Barter in this 
mariner sometimes requires the fU*wi%xporter (this holds true for the Chinese, too) 
to be an importer as well, end vice versa j an awkward predicament for 


trader o 

Foreign exchange is controlled with a view to finance needed imports $ All 
foreign exchange must be surrendered to the Bank of China or its appointed banks 0 
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° M '* L °* **“ MU — <» b « directed Iff thl. vie. - so 

that tartar, Orefore 1, 52 , often sacred * content revision th „ ^ 

Th, exchange rate .ire. Id-1951 ha, remained centre* except f „ „ ^ ^ 
vision cm 6 December X952* 

°““ h *' 1 ““hall, atom indifference to trad. *th nrevCrereMet 
countries, until th. Boaoo. Booremio Conference. a. derere, „ t ^ omtermee 
for Waded tred. «th th. West re, possibly have reflretreWut Chin... 

“™“ “* to „ th. tod. s^rere*. „ t 

forth three a. «ds.a to aplit «... countries ^ « th. m erterge. 

« 0 «V», thi. rerered effort to regain trad, ,1th noreCcremrelat countries .as 
charecterired 157 traas <“**=“0' «» OUrere Communist «« rethre 

th» trad, through prim, oh.rn.la. iMs «. y ^ have hare, an attempt to 
paa. th. established outsort trad.ra in Hong Kong to got to th. manufrerturer, 

*“ “ “” tr01 °™ ,f teado ” lth «“ ** « ».U « aqurese out th, middle 

cof]ts 0 


a. la*, as December 1953 tamunist China »ae fining more stringent term for 
We.ri.em concern, uishing to trad., th. Chines, rewire foreign exportre. to 
wot. tho loueat possible price. a„d to expect re w until 15 d^ra after the 
arrival of cargree in a Chin. port. Foreign concern, have been adrtsed that the 
«;« i, the sol. agree, mth uhich they ore do bueineee, »ith a ft. exc.ptic™. 
D»as that call for barter of foreign goods for Chinee, products are favored. 

The emphasis, at present, is apparently to tighten control, over trade so re 

Wore Communist Chin... position vle-e-vis th. Were, S£^*Le if the 
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embargo is lifted* Communist China expects keen competition emong the Western 

exporters for trade i/rith China* 

(Lentil^ t/ifiJjL CAt^<X 

&U*A OVL. fY 

tha T "Wf fihnr ^rp m1n?r agasatogfea, T f lift nr^ r~" rules and procedures^ Mb the ^ 

^rZc^ 

genera], policy behind them thu'hwAirflw.oiisoc trade# .the jstmt * The main reason for 

A A 

the smallness of Sino-West trade is* of course* the fact that Communist China has 
apparently deliberately reoriented trade toward and concluded binding agreements 


with the Soviet Bloc* How much of this reorientation was due to normal develop-® 

/3£*x. L- 

meats* how much to saffrwimnfl i m 9 and how muclr to the embargo is not known* 

Removal of the embargo would not necessarily reverse ttoio ■ presses significantly* 

The West would have to offer more attractive terms arid be dl g fici^ to Q 
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SSLHfiat extent would nnmmnm’af l ., 

payments porti on affect 

mtj^s ^rthTis^^-gsg^^ 

°°"” lst Chta *'“ taport Prcfet -“» *■ partly d.te»i™d bJr OCOMdo 

m “- “* ”° ri “ Utl » of cm™., trade Prcm the West to the Bits was 
pretax induoed Ih pert b y the Politioal Pact that tt. t»o area, were Co-nMst 
and basically hostile to the West, 

However, Chi™., import pr.Per.ne. le ^ ^ea * the aeaUaMe PorMgn 
.xaha^e which in tun, 1, larged lifted bp h™ *a, to export. Both Chi™ 
ana the iiloc a,, agrieulturel, and this limits Chi™., abllitp to Mpoet to the 


Bloc. Th. SLoo cannot absorb Ml of Chine.e^Litu™! 2fe^ tar ^ hlM 
produces ^ of the,, product., toe. In other oases, a. Per example, fmgoil 
and bri,a„, chines, products have alwap, Pound their ™m „*«* in the West 
and cannot be used in quantity in the Bloc. 

Fore ign erctage th™ eaihed Prom experts te the Weet generally «n=t he ex- 
P«.d.d on imports Prom th. West. In recent pear, the Beviet UMo» hae 
accepted only gold, US dollars (ehieh, oP oourae, are „Utlvelp so.™., and com. 
starling , it the present time, however, the USSB app™re te ™ed sterling 

“* ^ as long ae thie soling shorty 

In the US®. The accouMs with th. Me. and with the West have apmr™^ 
been h.pi asperatelp in halanee largely heea™. eP the Soviet ™ehe^e reetrie- 
tions eni the barter principle upon trad, is ueually Meed. 

If fad, h«„ee»china and dap™ ware te develop, Chinese experts ..,1, 

Iren ere, and ether raw materials might oon.iderably improve the Pl^ao..,. 
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the Chinese position. This appears to be the nearest major market in the West 
in whicii the Chinese might find a major expansion of their exports possible. 

Essentially then, the direction of trade is determined by the share Communist 
China offers to the West. However, the overseas Chinese remittances - approxi- 
mately 150 million - enables the Chinese Communists to purchase more from the 
West than they export. Another source of foreign exchange - Western capital - is 
definitely anathema. As long as individual Western accounts are not too far out 

a+JL 

of balance it is possible for China to balance them by purchase^of Western 
currencies on the free Hong Kong markets )C&uj t 


It is not likely that China ooaa wants to convert Western currencies into 


— v \ fa 

rubles* It is more likely that at least in 1950 China had wanted rubier 

to purchase Western capital equipment « However, the Soviet loans restrict China 
to purchases of Soviet goods. The numerous barter trade agreements with the Bloc 
also directs trade inward toward the Bloc. It is significant to note that the 
Soviet loan can be repaid in dollars (and gold and Chinese products). If the 
embargo were lifted, it is possible that the Soviet Union might insist on repay*® 
m 3 nt in dollars t > Thi3, of course, would encourage China to export to the United 


States or dollar areas. 

Thua, the political decision to trade with like-Commimist countries, coupled 
with barter trade and Soviet exchange restrictions, has and probably will to a 
large eccbent determine the trade pattern. t 

_ ^ -fa aU- 

iniJjuty- : 1 tufa 

0 J S-E-C-R-E-T 
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5 * To • wha t sort ; ent ca n the Bloc offset Wes te r n co ntro ls on certain broad 
categories of Weste rn Sports? ~~ 

Under present Western controls and the Soviet Bloc system of priorities the 
Soviet Bloc has been able to meet nearly all of Communist China's minimum require— 
merits for the 11 strategic » commodities* A small and apparently insignificant por- 
tion of these shipments are purchases from the West for transshipment via the Bloc 
to Communist China* In some instances the Bloc is in short supply, particularly 
in bearings* electrical and electronic equipment, locomotives and some chemicals* 
Either the Bloc sacrifices to supply China, as for example in the case of loco- 
motives, or China attempts to circumvent Western controls, as for example in the 
case of bearings* 

In all cases (except rubber), the Bloc from its own sources co uld, supply 
China with at least Minimum requiramsnts, provided China were given one of the 


highest priorities * Thus, five percent of Soviet production of electrical and 

pii&Ct 

electronic equipment would satisfy Chinese needs, even though in .fihnnTi mrnply in 
the Soviet Union* Though China ®s requirements are not fully known, Qtafeia hear 


little or no market for the more complex and intricate machinery and equipment, 


transportation equipment, and highly refined specialty chemicals, which require 


special, processes, or trained personnel, or special, or extensive maintenance* 
^Chiua has not adopted the diesel locomotive because of the maintenance problem* 

'/y*- •f' 

It is in this more advanced product that the Bloc would have difficulty in supply- 
in^China, but (Mas may not be ready for this type for several years yet, in 


which t±m the Bloc may be in a better supply position* 


» 10 » 
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The following is an analysis^by broad categories of strategic goodsT^asdrawn 
up for the China Prohibited Cargo List) : 

a * i' ggs.Mwl Munition ; The Soviet Union has certainly met China’s minimum 
demands for war material. 

b ° j:l ectrical and Electronic Equipment t Communist China's requirements are 
snail, yet Communist China has had to import some Western goods, for the 
Soviet supply situation is short. 

c ° Mac hi nery . a nd. Indust r ial Equipment : In the basic and ( less complex 
machinery and equipment, the Bloc can meet China's minimal needs. The 

A 

significant exception is bearings which have a higher priority in the 
Soviet Union o 

MriSi’S. (i^on and stool and miscellaneous metals and a llo ys) : The Soviet 

Union has not been able to meet China 8 s requirements of rolled stool 

i V* aJ* & "UUJr .wr 

products o * ^ \ 


Qo fili s The Bloc can supply China^ wiUiOUl mack- ^ dLf fiSCTQr 0 

The Bloc does not produce rubber, but can supply some synthetic 


rubber* 


»• Tn general the Soviet Union can supply those chemicals con«® 

altered strategic by the West* However, the Soviet Union probably does 
not meet Chinese demands for phenol and ammonium nitrate 0 Chile saltpetre 
ar ^cellulose are not considered strategic by the West but both can be 
us<sd in the manufacture of explosives. The Bloc cannot supply either. 


a< ’ Equipm ent ; In railroad equipment the Bloc is soms«= 

what short. However, the Bloc sacrifices its own consumption to supply 
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6. Communist China 8 3 foreign trade; 1950-1952 

The following table represents the latest estimates of Communist China® s 
foreign trade for 1950 through 1953. These estimates are closely interrelated, 
based lar gely on trade relationships or equations derived from Communist dis- 
closures., and on recorded trade estimates of Slno-West imports and exports. 


TABLE 1 


Communist China ®s Foreign Trade ^ 
1950-1953 

(millions of US dollars) 



USSR 

SATELLITES 

M. 

WEST 

TOTAL 

IMPORTS 






1950 

1951 

1952 

1953 Plan 

O H trv^o 
HvO 

7 

145 

173 

245 

no 

760 

730 

1010 

415 

530 

320 

375 y 

525 

1290 

1050 

3385 

EXPORTS 






1950 

1951 

1952 

1953 Plan 

153 

415 

567 

my 

22 

145 

213 

285 

175 

560 

780 

1060 

400 

315 

270 

325 y 

575 

875 

1050 

1385 




Revisions have 

been added. 



b/ These estimates have been checked independently. Though based on incomplete 
data, total recorded exports for 1953 amounted to $334 million and total 
corded and unrecorded imports ^or^953 amounted to ^l^million. 

c / Analysis of available data on A shipments will not support this estimate and 
suggests a magnitude of $630 million i(8ee text) . 

\tri nHtubfa . 


The EIC-RI-S2 estimates have been revised in the light of other information 


no n available ,s 

A breakdown of the Soviet Bloc trade in 1951 as between the Soviet Union and 

tho Satellites was made possible by the publication of the claim that total trade 

with the Soviet Union in 1951 was to bo four times the 1950 level, or on the basis 

jj£l 

of estimated 1950 trade, approximately $1,030 million. ^Satellite trade is thus 
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$£-90 million or the residual of Soviet Bloc trade less Soviet Union trade* If it 
is assumed that the trade with the Satellites was in balance, or $143 million 
each way, than Communist China *s imports from and exports to the Soviet Union in 
1951 would amount to $615 million and $215 million, respectively* But this esti- 
mate of $21-5 million appears to b© low* In 1950, exports to the Soviet Union 
showed a rising trends exports in the second half were at least double exports 
in the £:xst half* As Communist China was making a great effort to restore trad© 
at least to prewar levels and simultaneously was shifting Its trade toward the 
Bloc, it would be reasonable to expect a further increase in exports in 1951* 
Thus, the decline of $65 million in exports to the West in 1951 over* 1950 may 
have been offset by a corresponding increas© in exports to the Bloc* In fact, 
tho Chinese Corsmunists admitted a rising trend in trade when claiming a doubling 
in the 1951 trad© turnover over that of 1950 * Yet exports in the second half of 




1950, at an annual rate, probably ware equal to 1951 exports, thus showing no 

io 1 e. 1951o As it is reasonable to expect the rising trend in 1950 to con- 

time into 1951$ the estimate of exports to the Soviet Union in 1951 was revised 

upward by #200 million to $415 million o As total Sino-Sovist trade was fixed at 

$1,030 million,^imports from the Soviet Union were reduced by $200 million to $615 

million* As compared to the previous $600 million deficit, this $200 million defi- 

A 


cit on tb.3 trad© account appears to be more in line with the estimated loan ext on- 


sicns in 1951 of $156*5 million* 



Revision of these figures, however 


25X1 


moans that total 1951 exports and imports must also be adjusted, but the 1951 export 


~I3- 
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fi,<?ure i» based on a Chinese Communist claim made in October 1951 that total ax- 
ports for 1951 were 60 percent greater^ than the 1936 exports of China. It is not 
clear what this statement represents and so S^ded. It is now possible 

to recalculate total exports by adding exports to the Bloc to exports to the West. 
Similarly, total imports can bo recalculated,, 

The 1952 estimates of trade with the Bloc represent modifications of those 
appearing in EIC-RI-S2. In that report China* s trade with the Bice was based on 
the assumption that China had an import surplus of $150 million in its total, 
foreign trade in 1952. The above estimates are based on LiH Hindi's assertion 
that Communist China's trade in 1952 was in balance. 

An estimate of Communist China's 1953 trade plans is based on the assumptions 
tha.t^he trade balances ^rthi“^ra 9 as in X952 and on the following Communist 
claims: (1) the volume of total trade in 1953 is to be 32 percent higher than in 
1952, (2) trade with the Soviet Bloc is to be increased by 37 percent in, 1953 over 

1952, and (3) trade with six Eastern European Satellites in 1953 would bo 37.4 per- 
cent, over 1952 levels. 

On thus basis planned exports would amount to $775 million. Assuming an aver- 

110-116 

age price of per ton, this would be the value of approximately "CgG . million 

tone of freight, but there is no evidence to support shipments of this magnitude. 

It as likely that Chinese export shipments to the Soviet Union may be approximately 
20 percent less than the estimated planned, or about $630 million. Moreover, it 
is possible that the planned value of exports includes some services'^ rlru^d 

A 

In the quantity of shipments from China to the USSR© 
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<cb» aa wMKMaj te hia •» 

Tim Wester Trade Controls have forced a shift In the orientation of 
Commniat China «s trade from the Free World to the USSR and the Soviet Bloc. 
Wiereas in 1950 about 3/k of Conramist China's trade ms with the Free 
World, at the present tine 3/k of its trade is with the Soviet Bloc. It 
iis perhaps significant that this adjustment could be made in a relatively 
short period of time and that the total value of trade is higher than in 
im It is doubtful, however, whether the Bloc nations have been able to 
absorb exports &om Comist China of such products as teg oil and hog 
'" Ua * B for which the OS had been the principal mrtet. Thus, the inhibiting 
affect cf Western trade controls on the Communist China economy and war 
potential has been uncertain. 


S UGGESTE D KS7ISI 0M 

* 

Western trade controls have acted largely as all 
tion of loiEimnist China's trade from the Free World to the USSR and the 


bbs/^s oiienta- 




European Satellites. Whereas in 1950 about 3/k of Comist China's trade 
ms Tilth the Frae World, at the present time 3/h of its trade is with the 
Soviet Bloc. It is perhaps significant that this adjustment could be mds in 
a relati-rely short period of time and that the total value of trade is higher 
noiv than is 1950. It is doubtful, horasvor, whether the Soviet ffiw jja S ^e 3n 
able to absorb those Chinese products such as tung oil and hog bristles for 

AlCh th " m h3d 130911 the Palpal mvlc&t before the imposition of the embargo. 
This has apparently hurt China, but the overall effect of Western trade con- 
trols on the Commit Chim economy and war potential has been uncertain. ^ 

«mg°SKL 
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Armaments 

nitios 

Manufactured 

Goods and 

Petroleum Miscellaneous 

Agricultural Total 

Products All Carriers 

war (M) 

(Mf) 

(MT) 

gp) 

(MT) (Mf) 

27,000 1,636,000 

-: ! Si aoS,ooo 

71,000 

8l5<,QOQ 

518,000 

52 285,000 

XODe 00D 

i s G0G 2 C0Q 

663*000 

35 c, 000 2,093,000 

r-'"> ni ' rt,v% 
,.-j5 H4yjvjy 

GJL,Gu0 

1,1CG,0GQ 

679,000 

35,000 2,2ia,O0G 


Total 

Overland 

Total 

Sea 

Cmt) 

Total 

Inland 

Water 

JML 

Total Total 

Overland Sea 

(millions (millions 

a W j} 

Total 

Inland 

Water 

(millions 

Total falus^ 
of Mov6m@si%s < * 
AH Carriers 

(mflUrtvifi Af* . 

1) 

1,386,000 

200,000 

50.000 

hBO 

xU 

3 

U97 

1,818,000 

200*000 

75,000 

6h9 

i? 

U 

6?0 

i,8ia,ooo 

200,000 

100*000 

591 

17 

5 

613 


Total Y&lm 
©f Trad© 
(millions © 


635 
557 
7 65 


1/ Includes Siakiaag Provinces 


& 


Petroleum estimates are those of 


](0ER)o 
Ltate o 

Assumed average values were |U0O 


i * . . » ; ■ • - — — — — — «— < agricultural commodities were considered t© constitute ons-tc 

oa total tonnage as against petroleum and war materiel, with 1/20 agricultural and 19/20 manufactured goods 
par metric uo n xo r manufactures and ndscellaoeous and #150 per metric ton for agricultural goods * 

JSjJJ' jwje »ei»«s«nte contracted value of goods and services received by China from the USSR as scheduled for each of the year© involved. 

Total^valus of freight movements represents an estimate of tns value of goods which actually moved in each of the years* Differences may be 

X? *■*»«*»* factor, however, probably is the item of armaments and aimrunitlon, 

, ~ . y~— ; < -*® p* ©video the ^ &«3t on a ^cignw basis on which values are unobtainable o A value of il a 00^ p©i» laet^* 5 © t*n has 
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